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The City of Alexandria, Virginia ("City") submits these
comments in response to the Purther Motice of Proposed Rulemaking
("IMPRM®) issued in this docket.

an, Report and Order and

Further Notice of Proposed Rulemaking at §¥ 560-563 (May 3, 1993)
("Repoxrt and Order®). In the FNPRM the Commission asked for
comments on whether it should exclude low-penetration systems
from the sample of cable rates on which it based its beachmark
tables. The City believes that the intemt of Congress requires
that those systems be excluded from the benchmark sample.

In the Cable Television Consumer Protection and Competition
Act of 1992, codified at scattered sections of 47 U.S§.C. (“1992
Cable Act"), Congress permitted regulatiomn of cable system rates
except where a cable system is "subject to effective
competition.” Cable Communications Policy Act of 1984, § 623(1),
47 U.8.C. § 543(1) (“Cable Act"). Yor the purpose of determining



when rates could be regulated, the 1992 Cable Act defined a
system as subject to "effective competition® when:

(A) fewer than 30 percent of the households in the
franchise area subscribe to the cable service of a cable
systea;

(B) the franchise area is--

(i) served by at least two unaffiliated
multichannel video programming distributors each of
which offers comparable video programming to at least
50 percent of the housseholds in the franchise area; and

{ii) the number of households subscribing to
programming services offered by multichannel video
programming distributors other than the largest
maltichannel video programming distributor exceeds 15
percent of the households in the franchise area; or
(C) a multichamnel video distributor

operated by the franchising autherity for that franchise

area offers video programming te at least 50 percent of the
households in that franchise area.
Cable Act § 623(1), 47 U.S8.C. § 543(1)

The Raport and Order established a set of benchmark rates to
be used both by franchising authorities and by the Commission in
establishing reasonable rates for cable systems not subject to
effective competition. Raport and Qrder at 99 171 f£f. The
Comnission concluded that competition itself should provide the
standard of reasonableness for such rates: that is, the goal of
rate regulation should be to set rates at the levels they would
assume in a fair competitive market. Id, at 91 179-180. The
Commission chose to determine what a fair competitive rate weuld
be by conducting a survey of actual curreat cable rates. JId. In
particular, the Commission focused on the rates charged by
systems that appeared to meet one of the three conditions
specified in the statute's definitiomn of "effective competition.”

id.









intended that rate regulation recapture for consumers the
monopoly profits extracted by cable operators. Ses, e.9., 1992
Cable Act at Section 2(a)(2); H.R. Conf. Rep. No. 862, 1024
Cong., 3d Sess. 62, reprinted in 1992 U.8.C.C.A.N. 1231. Hence
any regulated rate should reflect a true competitive price. But,
as noted above, the (A) systems do not necessarily represent
competitive prices.

This conclusion is supported by the fact that the evidence
before Congress had identified about a $6 billion savings that
would result from competitive prices. Ceaments of John
Windhausen, Staff Counsel, Senate Committee on Commerce, Sciemce
& Transportation, at a seminar sponsored by the Federal
Communications Bar Assoclation, May 26, 1993 ("Windhausen
Comments”). The Commission, however, has stated that its current
benchmarks may recapture only about $1 billien in moncpoly
profits. Excluding the low-penetration systems from the
bencheark sample would reduce the benchmark rate to approximately
28% below non-competitive rates, as opposed to 10% under the
current benchmarks. Sas FMPRM at 99 560-61, Reaport and Ordar at
§ 205. This would mere accurately reflect the "competitive"
prices that the Commission intended to use. The response of
congressional leaders to the Commission's current proposed
benchmark approach bears out this fact. fee Windhausen Comments.



Canclusien
The City respectfully asks the Commission to ensure that
low-penetration systems are not included in any calculation eof
benchaark rates for purposes of rate regulation.
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